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Preface 


The Discussion Paper is addressed to the vital questions 
about decontrol and the kinds of actions that will promote a 
healthier and less inflationary economy in Canada. 


It invites the participation of Canadians in framing the 
economic decisions which will guide our progress in future 
years. 


Chapter 1: Our Economic Goals 


Canada abounds with natural resources. Our population is 
Skilled and practical and our industries are based on a high 
degree of technology. We are well-positioned to achieve 
essential economic goals of growth, productivity and a fair 
Sharing of income. 


But in recent years inflation has frustrated our best efforts. 
In the face of serious inflationary pressures in 1975 the 
federal government adopted a four-pronged anti-inflation 
program which included mandatory prices and income controls. 


The intervening months have afforded us valuable time to 
improve our economic arrangements in order to achieve steady 
economic progress with less inflation. But to do this we 
need not only good policy from governments but an effective 
means of sharing responsibility among all Canadians. 


Most Canadians wish to maintain and strengthen our mixed 

economy. The Discussion Paper examines the responsibility 

shared by various groups for the economic and social management 
of our country's future, and seeks to foster greater consultation 
among all elements of Canadian society. 


Chapter 2: Problems and Prospects 


While Canada in recent years has shared the problems of 
inflation, slow growth and unemployment with all industrial 


countries, several conditions have enabled us to make remarkable 
gains. Real incomes per capita, in some recent years, have 
increased by as much as 5 per cent -- higher than in any 

other major western industrialized country. This has been 
possible because of a large improvement in external terms of 
trade, our net export position in energy, and a much higher 

rate of growth of employment than of the population. 


These favourable conditions cannot be expected to persist. 
International trading patterns are shifting. We are now a 

net importer of oil. The rate of increase in the labour 

force is slowing down. These factors will reduce our potential 
rates of real economic growth and result in future increases 
of real income per capita that are more in line with average 
increases in productivity. 


Our economic structure will have to adjust so that our 
potential can be realized. Equally, expectations about what 
Our economy can deliver will have to be realistic. In 
achieving our collective and individual goals, inflation 
stands as a central and continuing problem. 


It is now clear that most Canadian workers fared well during 
the first year of the anti-inflation program. Average wage 
rates paid went up by more than 10 per cent. The consumer 
price index increased by less than 64 per cent. Real household 
incomes and real wages increased in the 33-43 per cent 

range. These increases were well above the approximate 

2 per cent gain in real annual productivity per worker. 


The government's economic policies continue on the lines set 
out when the anti-inflation program was launched. Restraint 
over the growth of government spending must be continued. 
Measures to improve the structure and functioning of the 
Canadian economy merit high priority. Monetary and fiscal 
policies are directed at maintaining sustained growth of 
Output and employment and a declining rate of inflation. 


The time is approaching to remove the temporary control over 
prices and incomes, and there are favourable conditions for 
doing so. It seems unlikely that excess demand will lead to 


a renewed acceleration of inflation when controls are removed. 
There should be no shortages of food, industrial materials 
or energy. Controls do not seem to have distorted Canadian 
labour or product markets, or wage or price structures. 


Most important, inflationary expectations have changed 

significantly since October 1975. Canadians no longer 

expect wages and prices to rise at double-digit rates. 

Business and consumers do not foresee substantial price 
increases. 


On the other hand, higher energy and food prices, as well as 
the depreciation of the Canadian dollar, are putting some 
pressure on price:levels. Some excessive demands for pay 
increases are still being made and some wage contracts call 
for the recovery of increases previously rolled back by the 
Anti-Inflation Board. If these factors lead to a renewed 
cost-price spiral after controls, the hard-won gains of the 
past year and a half would be threatened. Claims for larger 
increases in money incomes would not lead to larger increases 
in real incomes. They would intensify inflationary pressures 
and lead to heightened social tensions and fewer jobs. 


Thus we need a process of decontrol which keeps us moving 
toward lower rates of inflation and helps restore confidence 
in the future of our economy. This in turn requires a 
realistic appreciation of our economic prospects and the 
will to accept a share of the responsibility for good 
economic performance. 


Chapter 3: Government and the Economy 


Experience in the last decade has shown that governments 
alone cannot solve economic and social problems. We will 
only achieve our goals as a society by sharing the res- 
ponsibility of planning our economic future. Governments 
must be concerned about the impact of laws, regulations and 
policies on the functioning of markets and on the incentives 
they offer to individuals and firms. Those in the private 
sector must be concerned about the wider consequences of 
their individual actions. 


Governments can and should influence the general framework 
in which economic decisions are made through fiscal and 


monetary policies, and measures which encourage steady and 
non-inflationary growth. 


However, success can only result from the actions of individual 
Canadians working together for the good of the comnunity. 

Thus, while the government is responsible for the broad 

setting of economic policy, many others share in the responsibility 
for good economic performance. 


The market system is an efficient mechanism for allocating 
resources. It has great advantages in terms of the freedom 
of choice and scope for initiative that it offers. 


The functioning of the marketplace can be improved by increasing 

the information available to participants. The government 

seeks to encourage this process and wishes to develop a wide 

public discussion of its policies with respect to the management 
_ of the economy. 


Markets that work well, with an appropriate balance of 
incentives, will be able to respond to the changing opportunities 
and challenges that will arise in a dynamic society. The 
government has already taken a number of steps to enhance 

the efficiency of the market system and encourage economic 
growth. The new competition policy, for instance, will do 

much to protect the consumer and keep the marketplace fair. 


There are many other areas of public concern where major 
changes in structure are required, including industrial and 
regional policies, employment and manpower policies, social 
security, housing and energy. The government is seeking to 
identify public and private responsibilities, ease burdens 
of adjustment, and encourage timely action. 


It is incumbent on governments as important participants in 
the economy to manage their affairs well - in using res- 
ources efficiently, in pricing their services and in dealing 
with their employees. 


Chapter 4: A New Forum for Consultation 


Channels already exist in Canada for continuing consultation. 
Parliament is the most important national forum for the 
interchange of views. On other levels federal-provincial 


conferences, commissions, advisory boards, committees and 
regulatory hearings offer opportunities for individuals and 
groups to express their views. 


The government now proposes the establishment of a new 
consultative forum to enable Canadians to work together in 
meeting the challenges that confront us. This new forum 
would provide a focus for broadly-based public input to 
government thinking on major policy questions, and at the 
Same time enhance the degree to which individual decisions 
Support the broader national purpose. 


It is suggested that a multipartite assembly of between 30 
to 50 individuals would be appropriate. Participants would 
be chosen to reflect the views of business, labour, farmers, 
fishermen, consumers, professions and perhaps other groups. 
The forum would be chaired by the federal government, and 
federal ministers would participate as well as representatives 
of a broad cross section of Canadian life. A variety of 
arrangements are possible for provincial representation. 
They may wish to participate in the forum, or continue to 
place primary emphasis on existing federal-provincial 
machinery. Or they may prefer to use their own mechanisms 
of consultation. 


Although the forum would not have decision-making powers, it 
would influence policies and programs in both the public and 
private sectors by promoting a better understanding of the 
issues involved. 


The forum would set its own agenda and priorities and would 
meet at least twice a year. Thorough analysis and background 
information would be required for consideration of complex 
national issues and all participants would be expected to 
submit papers. Various sources of expert advice could be 
drawn upon. As a basis for discussion of the economic 
outlook, the government would be ready to prepare projections 
which would be tabled in Parliament and made public when 
submitted to the consultative forum. 


It is not expected that a consensus would emerge from 
discussions in the forum but the range of views about what 
is possible and desirable could be expected to narrow. The 


government would not bind itself to adopt any consensus 
position but would continue to take responsibility for its 
policies and to be accountable to Parliament and the electorate. 
By the same token, business, labour and other private groups 
would be responsible for their own actions and accountable 
to their own constituents and to the public at large. 


Chapter 5: Monitoring Inflation After Controls 


In addition to the consultative forum, an agency that would 
monitor cost and price changes could make an important 
contribution to improved economic performance. Considerable 
support for this idea exists throughout Canada. 


The mandate of this proposed agency would be to see that 
governments, business and labour retain a lively sense of 

the harm that inflation can do and of the broader implications 
of individual policies or actions. It would draw attention 

to cost and price changes that are not justified by economic 
circumstances. 


The agency would also draw attention to the structural 
problems that prevent markets from working well and develop 
public understanding of the collective bargaining system. 

It could influence price and pay decisions by publishing 
reports before the event in order to set out relevant cir- 
cumstances in an objective manner for the use of the parties 
and for the information of the general public. 


The essential job of the agency would be to increase public 
understanding of economic developments affecting prices and 
incomes and therefore its legal powers would be limited to 
obtaining information and publishing reports. 


The agency is envisaged as a new institution with a limited 


life, subject to renewal. The current Anti-Inflation Board 
would be disbanded. 


Chapter 6: The Withdrawal of Controls 


A method of decontrol must be chosen that will avoid any 
burst of price and wage increases. The process of decontrol 


must be orderly, fair, and provide a proper balance between 
compensation and prices and profits. 


One approach is to simply announce one day that controls 
have ended. The AIB would stop making compensation rulings 
and would ignore pending cases. Price and profit restraint 
would be lifted as of the last completed compliance period 
prior to the announcement. 


While this approach would be quick and simple, it raises 
risks of a price and wage bulge and problems of fairness. 
To avoid these difficulties, firm undertakings by the 
various groups with regard to their future behaviour would 
be required. 


A second approach to decontrol would be to free sectors or 
firms of different sizes on different dates. This would 

avoid a price and wage bubble, but would create administrative 
problems. Few Canadians seem to support this method. 


A third alternative would be the approach outlined in the 
last federal budget under which groups would be released 
from controls as they reached the anniversary of the date on 
which they first became subject to controls. This choice 
best meets the tests of fairness, certainty and orderliness. 


The final decision on a starting date for decontrol awaits 
further consultations on post-control arrangements. It must 
be selected with due regard for the overall economic situation 
and the prospects for workable post-control arrangements. 

The process must be equally fair to compensation and prices. 


For instance, if the starting date were set at October 14, 
1977, about one-half of employees would have emerged from 
controls by the end of December. However, with the same 
starting date, almost 70 per cent of firms would emerge from 
controls by the end of 1977. As this is a somewhat greater 
percentage for firms than for employees, for the sake of 
fairness it might be desirable to enforce price restraint 
for at least larger firms for some months of 1978. 


Chapter 7: Governments and Labour-Management Relations 


One important area in which the public and private sectors 
share responsibility for economic performance is the field 
of labour-management relations. While government sets the 
framework, it is up to the parties involved to ensure that 
the system works. 


Over the past few years confidence in the system has eroded. 
There is growing public disapproval of strikes and the 
inconveniences and costs these entail. Governments are 

under increasing pressure to intervene in the collective 
bargaining process, even to institute some form of compulsory 
adjustment of labour-management differences. 


As we move out of controls, confidence in the industrial 
relations system must be rebuilt. Most of the problems in 
this area are "people problems" and the strength and vitality 
of the system rests ultimately with SUAS EE, labour leaders 
and union membership. 


However, governments may enhance and strengthen the institutions 
of industrial relations in several ways: 


* by improvement of the work environment by measures 
designed to reduce job dissatisfaction, boredom, 
unresolved grievances, poor safety measures and resent- 
ment over the manner of supervision. 


* by improvements in the legal framework of collective 
bargaining to strengthen the system. 


* by measures to improve the structure and operation of 
the overall labour relations system. 


Chapter 8: Public Sector Compensation 


The public sector accounts for about one-third of Canada's 
non-agricultural work force and includes federal, provincial 
and municipal public services, federal and provincial Crown 
agencies, and bodies such as universities, school boards and 
hospitals. A large percentage of public employees are union 
members. 


Many jobs in the public sector are comparable to jobs in the 
private sector, and most governments try to relate their 
compensation to that provided by competing employers for 
Similar jobs. Actual compensation for most public servants 
is determined through collective bargaining. 


In moving out of controls, there are no apparent merits in 
treating the public sector differently than other sectors 
and the government believes that the process and timing of 
decontrol should be the same for both. 


While the government remains committed to the collective 
bargaining system to determine wages and working conditions, 
it believes that the approach to public sector compensation 
must be improved for the post-control period. The approach 
that the government intends to pursue is one of average 
comparability of total compensation with a representative 
sample of private employers. 


It proposes to amend those parts of the Public Service Staff 
Relations Act that deal with the scope of bargaining, the 
grievance procedure, classification and technological change. 
It is considering requiring arbitration tribunals to base 
their awards on the comparability principle and to justify 
them on the basis of this and other criteria. 


Chapter 9: The Next Steps 


In publishing this paper the government hopes to stimulate 
public discussion on the questions it raises, and to have 
the benefit of a wide-ranging public debate. Mounting 
uncertainty about the timing of decontrol indicates clearly 
the need to reach an early decision. Consideration should 
therefore be given to the possibility of announcing a 
decision on decontrol timing by mid-summer. This decision 
would be influenced by the dialogue and responses generated 
by the paper. This will require early public discussion and 
comment on the issues involved. 
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